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Maintaining and Increasing Profits 


By G. M. Wuirtricut, Economic Research Division, Statistical Department 
Henry L. Doherty & Company 

— are important profit determining forces which lie quite outside the 

control of the management of any single corporation. The general position 
of a whole industry or some broad swing in commercial and industrial activ- 
ity in the country at large not infrequently outweighs many considerations of 
individual corporate management in the shaping of income. The volume of 
general demand, raw material supplies, labor costs, short-term interest charges, 
construction costs, and often, selling prices, move in the broad general swings 
of business activity ; and no matter how efficient the management of an enter- 
prise may be, it can do no more than follow the business tide, attempting to 
minimize the effect of depression or to exploit fully the opportunities of 
prosperity. 

Many new and improved conditions have appeared in the general business 
set-up since 1920 and have apparently taken some of the uncertainty out of 
business enterprises but it is important to note that some of these same fac- 
tors are now making it more difficult to maintain profits, to say nothing of in- 
creasing them. Increased production capacity and efficiency, remarkably good 
transportation facilities, and a more elastic credit situation are undoubtedly 
an improvement on former conditions but the difficulty from the individual 
business man’s point of view is that most of these factors tend to increase 
the amount of competition with its attendant weakening of selling prices and 
its resultant inroad on continuous and regular profits. An examination of 
the changes in commodity prices from 1896 to date gives some idea of con- 
ditions before and after 1920. During the period of rapidly rising prices 
from 1896 to 1920, many firms made large profits in spite of bad manage- 
ment because all they had to do was to create large inventories and the steadily 
advancing price level made possible huge profits which in a period of stable 
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prices would have probably been greatly reduced if not entirely wiped oyt, 
The downward trend of prices since 1920 presents a different situation and 
individual management is forced to adjust its plans to the business tide or se 
profits dwindle. 

Properly adjusting the firm’s operating plans to changes in economic § 
conditions is a large problem in itself and is, of course, an executive function, 
The observation, analysis, and anticipation of changes in business and finan. 
cial movements is equally difficult and can probably be conducted most ef- 
ciently by experts especially trained in this line of work. Actual profit pos. 
sibilities resulting from study of changes in the business world may be classi. 9 
fied under two heads—minimizing losses and increasing profitable activity. 

Corporations, which by the nature of their business are forced to cary 
large inventories of either raw materials or manufactured goods, suffer large 
losses in periods of falling prices and tight money. These unfavorable con- 
ditions usually cast their shadows before, and careful analysis of the elements 
plus a coordinating operating plan will do much to minimize the possible loss, F 
Excessive expense due to large turnover of labor and the necessity of paying 
premiums for labor in periods of great activity may be decidedly diminished 
by proper adjustment and distribution of production based on intelligent 
budgets of sales. Budgets in many corporations consist merely of guesses for f 
the coming year based on what was done each month of the previous year 
plus a correction for an executive’s idea of how much better or worse he F 
hopes conditions will be. An Economic Research Staff would be equipped to [ 
take into consideration the factors of long time growth, seasonal variation, and f 
an unbiased estimate of the general business current as it will affect the ind- P 
vidual company plus the effects of certain plans the management may have in 
mind regarding construction of new producing plant and increased sales cam- 
paigns. 

Losses which are due to excessive interest charges as the result of bot F 
rowing money to finance an expansion program during the latter period ofa J 
wave of prosperity may in many instances be avoided entirely by a careful 
analysis of probable movements in interest rates. 

The above statements point out some of the possible ways of reducing 
business losses by adjusting operating and financing plans of an individwl 
company to the general flow of business which is outside of the control of any F 
particular firm or corporation. Undoubtedly to most business men the 
methods of increasing profits are more vital and certainly more interesting. 
Below are a few instances in which expert analysis or economic statisticians 
have aided materially in increasing profits in some of our largest and bet 
managed corporations. The following information was obtained from pub f 
lications and conferences with executives of General Motors Corporatiot, 
American Telephone and Telegraph Company, American Radiator Compaty, 
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Crowell Publishing Company, Eastman Kodak Company, Walworth Manu- 
facturing Company and Henry L. Doherty & Company. 

The General Motors Corporation has done much along the line of antici- 
pating and measuring demand and purchasing power both in the country as 
4 whole and in particular districts. This firm was one of the first to recog- 
nize the value of this work and their great advance during the past few years 
has been due, in a large measure, to their ability to adjust their production 
schedule and operating plans to carefully observed factors of demand. The 
details of production in the present era of business have been largely solved, 
but the most perplexing problem is to locate the buyer at the right time and 
coordinate this knowledge with well-timed salesmanship and operations. 

Insurance companies have always known how a business depression in- 
creases their loss ratio on fire insurance, but only recently have they discovered 
that many other types of insurance, apparently totally unrelated to business 
conditions, are vitally affected by the ups and downs in industry. It is evident 
that the study of economic conditions assumes a greater importance in the field 
of insurance and several of the larger companies have recognized this and are 
establishing a staff of experts to conduct such work. 

The mystery of the wide fluctuations in the price of pig iron has in the 
past and still is for many firms a perplexing problem. The American Radi- 
ator Company has uncovered methods of detecting in advance the significant 
turning points in the price of pig iron with a sufficient degree of accuracy to 
add materially to their profits. Careful analysis of published statistics regard- 
ing building activity has enabled the American Radiator Company to plan with 
greater efficiency the construction of new plant and installation of equipment 
and the provision of capital and short-time funds to finance the program. 

Similar examples of the methods of maintaining, and increasing profits 
in other organizations could be given in detail, but in many cases would in- 
volve repetition, in a slightly different form, of the examples given above. 
These points have been brought out merely to show how an Economic Staff 
is especially fitted to give material and valuable aid to executives of large 
organizations. It is not assumed that many companies would necd or care 
to delegate all of these problems to an Economic Research Division, but in 
each company one or more of the problems is of paramount importance and 
warrant the constant attention of persons trained in the analysis of business 
conditions as they apply to a particular firm. 

Business in the United States has reached a stage where profits of any 
magnitude can no longer be made in spite of loose-jointed management. The 
essence of the situation is that competition is becoming more acute and will 
continue to make further inroads on profits and that competing companies will 
be forced to manage their operations with an eye on conditions outside of the 
company in such a way as to benefit the greatest extent in periods of pros- 
perity and to suffer to the least degree in periods of depression. 
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GENERAL MANAGEMENT 


The Emerging Profession of Business 


The task of developing the necessary 
group consciousness and sense of responsi- 
bility in the new profession is not an easy 
one. Indeed, it is one of the most diffi- 
cult of problems. Let us assume that this 
social consciousness can be built up, as it 
has been built up, though not always main- 
tained, in the older professions of the 
ministry, law, and medicine. 

The great present test of our common 
humanity is whether it can keep its balance, 
learn how better to live together with new 
responsibilities, new problems, and new 
powers over nature in the midst of an 
environment whose principal characteristic 
is change, appallingly rapid change. Above 
all things, we must learn to deal with 
rapidly changing environment. Since the 
new and changing elements are so largely 
business elements, this new profession faces 
a serious task, with time running against 
it as never before. 

One of the major fields in which these 
new principles must be sought is in the 
ethics of business, the field which deals 
both with biologically stable human nature 
and with rapidly changing environment. 
We must by study and research, rather 
than by the slow sifting of social evolu- 
tion, develop a specialized ethical system 
for this new profession. 

Such a system must appeal to and draw 
adherence and support from the leaders 
in the profession and must commend it- 
self to the understanding community out- 
side business, for it will be the sanction 
of the profession, higher and more potent 
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for good because more discriminating 
than the law. 

It will govern the relationships within 
the group, and it will include the found. 
tions of right living with other groups in 
the community. 

It must deal with internal relationships 
because it will furnish that basis of com. 
fortable living within the group without 
which the group cannot continuously 
cohere. 

It must define the basis of relationships 
with other groups, because here is the very 
essence of the new socially and group con- 
scious profession. 

Finally, it must so far and so soon as 
possible deal with problems as types rather 
than as individual instances, for it is from 
the development of generalizations, not 
platitudes, but sinewy generalizations, and 
from the study of analogies, that the capac- 
ity to deal with change will come. By 
Wallace B. Donham. Harvard Business 
Review, July, 1927, p. 401:5. 


Prosperity But No Profits 


The president of the Brown Hoisting 
Machinery Company says that the buyer 
as well as the seller may be a profiteer, 
and that there will be business but m 
profits without ethics. He cites such prat- 
tices as sudden cancellations of raw mx 
terials and products contracted for mass 
production; sliding down prices to mett 
competition; burdensome specifications, ln 
the long run such policies are detrimentd, 
not alone to the industry whose profits are 
pre-empted, but to the economic welfare 
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and future prosperity of the country as a 
whole, and will prove a boomerang to those 
who continue the practice of the “purchas- 
ing profiteer.” By Alexander C. Brown. 
Nation’s Business, August, 1927, p. 15:3. 


Motion Picture Possibilities 


With the announcement of a new pro- 
gram of rationalization in the production 
of motion pictures, the last of the great 
industries steps into line to accept busi- 
ness principles as essential to prosperity. 
The industry has decided that extravagance 
and waste must be curtailed. The profits, 
while large, could be greatly increased by 
proper, but not spasmodic reorganization, 
and by co-ordination of the three main 
functions, production, distribution and ex- 
hibition. It is stated that the expense of 
production has increased 50 per cent in 
five years, chiefly because of lack of proper 
planning and extended ideas of living. 
Dominick & Dominick, August 20, 1927. 


The Social Significance of Business 

It is important that our long-time judg- 
ment of conditions should not be too much 
affected by the present apparent decline 
in the forces of radicalism. The shocking 


conditions resulting from the revolution in 
Russia, the upset conditions in Europe 
generally, a certain element of emotional 
fatigue following the War, have combined 
with good times here to obscure, tempor- 
arily, fundamental conditions of real seri- 
ousness. These various forces, together 
with the conservative influence of wide- 
spread ownership of property through the 
distribution f securities to large numbers 
of people, and perhaps most important of 
all, the ethical and religious revolt of the 
fundamentalists against the sheer, cold 
materialism which to them means science, 
will all work for greater or less periods of 
time to hold in abeyance the forces of dis- 
content. But as time goes on, all these 
elements may and nearly all must become 
less and less effective. The period of time 
thus offered should be used by thinking 
men interested in the orderly evolution of 


civilization in the effort to reconstruct a 
working philosophy which has an idealistic 
basis far away from what Stevenson called 
“the truly quaint materialism of our view 
of life”; and this time should particularly 
be used by the business group and those 
interested in business education in working 
toward methods of doing business which 
are sound socially, as steps in the progress 
of civilization. Such a basis must be sought 
through the constant discovery of better 
and better ways in which men may live 
together. By Wallace B. Donham. Har- 
vard Business Review, July, 1927, p. 
406 :14. 


The Founding of the Harvard Business 
School 


The art and science of management: 
here is the real center of business. This 
is the thing which business men of the 
older fashion meant when they said execu- 
tives could not be trained outside of busi- 
ness. Now they are realizing how little 
business itself knows of this delicate and 
difficult matter. It applies not only to the 
factory, but to all activities of business; it 
deals not merely with machines and meth- 
ods but with all the ordered work of 
human beings. It has still to develop its 
wider applications; it has yet to make of 
the factory not merely a mechanizing evil 
necessary to society but itself a civilizing 
agency. And the far-sighted leaders among 
business men, both here and in Europe, are 
coming to see what is implied in the ever 
nicer adjustment of economic means to 
social ends, which is the meaning of 
management. “Human engineering” now 
is demanding the co-operation of highly 
diverse scientific specialists—economists, 
Statisticians, political scientists, historians, 
psychologists, biologists, physiologists, as 
well as men of the medical, legal, and en- 
gineering professions and, always at the 
center, the business planners and _ co- 
ordinators. These varied knowledges and 
methods of analysis are, in factories here 
and there, now co-operating as in a labor- 
atory, and they soon will be making labora- 
tories in and of our business schools. In 
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fact, a professional school such as this has 
inherent in its conception the idea of the 
experimental laboratory studying geneti- 
cally and theoretically the institutions and 
processes of our economic organization and 
practically the application of the new in- 
sights for the continued betterment of our 
business practice. By Edwin F. Gay. Har- 
vard Business Review, July, 1927, p. 397 :4. 


The Profession of Business 


But why this new profession of busi- 
ness? The old art had functioned long 
and well. Under it each man ran his 
business as he pleased subject only to the 
law of the land and the moral restraints 
existing in the community in which he 
lived. Business was simple—it was indi- 
vidual—it was done only in a limited area 
—mostly in the small community. Any in- 
fraction of the rules of the law, or of 
the church, or of the principles of business 
were quickly recognized and _ generally 
known. The community could and did, in 
those days, discipline the individual man 


of business effectively. No one could main. 
tain his good will and profess one thing 
in church on Sundays and practice another 
thing in his business on week days. Pybjic 
opinion joined the law and the churgj 
as the censors of business conduct, 


Today the profession of business at Har. 
vard formally makes its bow to its olde 
brothers and holds its head high with the 
faith of youth. Today we light the fires in 
the temple which it is the trust of Harvard 
to maintain and from which may be re. 
newed through generation after generation 
the high ideals, the sound principles, the 
glorious traditions, which make a profes. 
sion. Today and here business formally 
assumes the obligations of a profession, 
which means responsible action as a group, 
devotion to its own ideals, the creation of 
its own codes, the capacity for its honors, 
and the responsibility for its own discipline, 
the awards of its own service. Dedica- 
tion Address. By Owen D. Young. Har- 
vard Business Review, July, 1927, p 
385 :10. 


FINANCIAL MANAGEMENT 


Let-Down in Prosperity 


Our prosperity seems to be getting tired. 
It is showing symptoms of fatigue. It may 
recover its earlier vigor later on, but just 
at present it is unmistakably slowing down. 

The evidence of this is inherent in the 
existence of certain business conditions that 
normally appear in times of business re- 
cession, but are not present when commerce, 
and industry and transportation are ex- 
panding their activities. 

The most important of these is that there 
is now an excess of money seeking employ- 
ment. At this time of the year interest 
rates normally stiffen in preparation for 
the seasonal quickening of business activity 
in the Autumn. This year they have been 
working downward, and this has not been 
because of new gold imports, but rather 
because employment has declined a little, 
and commodity prices have fallen so that 


less money is required to transact the na- 
tion’s business, and the amount of it in 
circulation has decreased. 

Workers are seeking employment, too; 
not so very many of them, but enough s0 
that while the workman who has a job 
is likely to be able to hold it, the unfort- 
nate one who is laid off is almost sure to 
have difficulty in finding a new place. The 
turnover of labor forces is now lowet 
than it has been for a long time, showiig 
that employed workers are holding on to 
their jobs with tenacity. 

Merchants and manufacturers in almost 
all lines report that they have no trouble 
in securing goods, but that they are put 
to it to find purchasers. Building owners 
all over the country have excess space t0 
let, and are seeking tenants, as is proved 
by the steadily declining cost of rents. 

Some hundreds of corporations have now 
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published their second quarter reports of 
earnings and the figures show that with 
the exception of a few conspicuous leaders 
many of them are making profits that av- 
erage a little lower than those earned in 
the same periods last year. It does not now 
seem probable that this situation will change 
much during the third and fourth quarters. 
Cleveland Trust Company Business Bul- 
letin, August 15, 1927. 


Conflicting Interests in a Company’s 
Purchase of Its Own Securities 
Directors in the purchase of the securi- 
ties of their company are acting in a dual 
capacity; that is, they are representing the 
interests of both buyer and seller. Each 
case brings out the possibility of conflict 
between the interests of those in control and 
the interests of the ordinary security holder. 
The fact still remains, however, that un- 
der the present widespread popular owner- 
ship of industry there is always the danger 
that the controlling group will neglect or 
violate the interests of the ordinary security 
holder. Once this danger is generally rec- 
ognized, however, public opinion will be- 
gin to assert itself; as a result, the corpor- 
ate director will be forced to realize his 
responsibility, not only as the financial rep- 
resentative of those in control, but also as 
the trustee of the interests of all security 
holders. Case Studies in Business. Har- 
vard Business Review, July, 1927, p. 481:7. 


Judging the Value of Commercial Paper 


City banks purchase commercial paper 
from note brokers both for themselves and 
for country correspondents. When a banker 
is purchasing this paper, the first 
requisite is that the note broker shall be 
reliable. The mere recommendation of the 
note broker is not, however, sufficient. A 
careful investigation is made of the “name” 
of the borrower in any case, but espe- 
cially if the bank is purchasing or “check- 
ing” paper for its country correspondents. 

To investigate the quality of commer- 
cial paper properly, the bank must make 
an analysis of the credit of the borrowing 


concern in much the same way as would be 
done for the usual bank loan. The credit 
of the commercial paper borrower must, 
however, measure up to higher standards 
than would be required from the line-of- 
credit borrower. The bank wants to be 
absolutely sure that the commercial paper 
which is purchased will be paid at ma- 
turity, while in the case of ordinary bank 
loans it is normally expected that a cer- 
tain percentage will be renewed. Also, the 
officers of the bank are not usually ac- 
quainted with the commercial paper bor- 
rowers in a personal way and cannot keep 
in as close touch with the borrowing com- 
pany as would be possible in the case of a 
direct bank loan. 

An attempt is made to develop from 
these cases some general principles or 
methods which a banker may use in de- 
termining the quality of commercial paper 
offered to him by note brokers. 

A banker in considering the purchase of 
the commercial paper of a particular com- 
pany will examine first the general char- 
acteristics of the industry in which the 
company is engaged. 

The company’s financial statements, when 
properly interpreted, will shed much light, 
not only on its present condition but on the 
trend of its development. 

The most important single factor to be 
used in interpreting the balance sheet is the 
current ratio. Merely because the current 
ratio is satisfactory, however, it does not 
follow that the whole statement is satisfac- 
tory. 

The trends of the ratios are just as im- 
portant as the absolute values. 

The comparison of the particular com- 
pany with other companies in the same in- 
dustry should be made wherever possible. 
Such a comparison will usually throw the 
strong and weak points of the financial 
statement into bold relief. 

Care must be taken not to make mechan- 
ical comparisons between the ratios of one 
company and the average ratios for the 
industry as a whole. That the ratio of a 
particular company is below that of other 
companies does not mean that it is too low. 
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After the financial statements have been 
analyzed, the next condition of importance 
is that of the management. A difference 
between good and bad management may 
easily mean success or failure to a com- 
pany. It is not usually possible, of course, 
to meet personally the officers of the com- 
pany issuing commercial paper, as would be 
possible with a line-of-credit customer. It 
is necessary, instead, to form a judgment 
of the management from whatever infor- 
mation is available. 

Trade and bank references are always 
important. 

Finally, all the strong and weak points of 
a company must be properly weighed aud 
considered as a whole in order to arrive 
at some judgment on the value of the com- 
mercial paper. It should always be remem- 
bered that a company must meet higher 
standards to satisfy the commercial paper 
market than would be necessary if the com- 
pany were seeking a bank loan. The bank 
which buys commercial paper wants to be 
absolutely sure that the paper will be paid 
at maturity. 

As a final word, it may be well to reiter- 
ate the statement that the credit of a 
company cannot be analyzed in a mechan- 
ical way merely by computing balance sheet 
rations. Financial ratios are most useful, 
but their interpretation must be tempered 
with sound judgment. Case Studies in 
Business. Harvard Business Review, July, 
1927, p. 468 :14. 


Holding Down Costs by the Budget 
Check-Up 

Budgeting must “carry through” so as to 
assure realization of expected results and 
profits. Its work is not done when its for- 
ward estimates are authorized. In spite of 
advance provisions, obstacles will be met 
and unforeseen hazards will occur. As a 
result, estimates must be reconsidered, in- 
itial plans must be adjusted and deliberate 
action must be stimulated so as to com- 
pensate for the unfavorable factors as they 
arise. The analytical process necessary 
to apply a forecast and make it ef- 
fective is even more productive of value 
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than the forecast itself. Various tables are 
given including one showing a comparison 
of all sales units’ operating performance. 
By Joseph Barber. Manufacturing Indys. 
tries, July, 1927, p. 49:4. 


The Long Term Investor’s Benefits 


Recently published figures for 1925 show 
that it is the long term investor who makes 
and keeps his profits. Nearly 90 per cent 
of the income reported in 1925 by the great- 
est group of income producers in the 
world was derived either from profits 
realized on the sale of capital assets held 
for more than two years or from dividends 
received on stocks. This demonstrates the 
importance of “equity” investing. By 
Richard J. Anderson. The Financial World, 
July 6, 1927, p. 9:2. 


Practical Reasons Why Partners 
Should Insure 


The four practical reasons for partner- 
ship insurance are: 1. it supports the firm’s 
credit in financial transactions. 2. it pro- 
vides a sinking fund which matures in- 
stantly and for the full amount required. 3. 
it prevents the withdrawal of trading cap- 
ital in case of the death of a partner. 4. it 
costs comparatively little provided insurance 
was taken out before the partners were well 
advanced in years. The best arrangement 
is for each partner to take out a separate 
policy on his own life, the premiums to be 
paid by the company. In case of dissolu- 
tion of the partnership each partner can 
carry on or surrender his policy. By A. 
M. Nesbit. System, July, 1927, p. 37:2. 


Business Control Through Analysis 


The subject of the business budget is 
discussed under the various headings of: 
operating results of competitors, traditions, 
planned expenditures, better inventories, the 
sales factor, preparedness, why, when and 
how much, advertising expense, proper dis- 
tribution of expense, basis of the account- 
ing policy, sales data, expense control, 
analysis and better business. Ernst & 
Ernst. 31 pages. 
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Lower Costs Through Budget Operation 
The Vice-President and General Man- 
ager of the Belden Manufacturing Com- 
pany describes his unusually successful ex- 
perience in reducing costs and controlling 
operation. Budget procedure has enabled 
him to reduce operating expenses, factory 
burden, sales and administrative expenses 
and maintenance expense, to regulate pro- 
duction with sales demand, to regulate and 
reduce inventories, to regulate bank loans 
and to control expenditure for capital ac- 
count. By Harold Vinton Coes. Manu- 
facturing Industries, July, 1927, p. 15:4. 


Budgets for Small Banks 


An answer to the question is given as to 
whether a budget system is beneficial to the 
small bank. It permits the executive officer 
to forecast the probable expenses for the 
year and to determine how much leeway 
there is for expansion, or, where he must 
try to make cuts if he wishes to reduce 
expenses. A simple form of budget is illus- 
trated, with directions as to how to fill in 
the budget sheet. By Stuart H. Patterson. 
American Bankers Association Journal, 
July, 1927, p. 42:1. 


Demand Fair, Prices and Profits Sag 

Demand is still sagging, according to the 
Valve and Fittings Index, and ever since 
last fall the course of our curve has been 
irregularly up and down. Its appearance 
has all the earmarks of “dragging bottom” ; 
that is, that it has fallen as low as it is go- 
ing to fall. 

Actually we find many conditions resem- 
bling those encountered during a depression. 
Competition is so severe that here and 
there it is generating drastic price-cutting, 
that accentuates the downward trend of 
prices. Though many well-managed con- 
cerns can still show profits, failures have 
been increasing in number, and there is 
tangible evidence that net profits generally 
are meagre or lacking. 

The profits that are being gotten are be- 
ing earned by those who find where present 
losses are occurring, and who are devising 
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ways and means to do profitable business 
under the present brand of economic con- 
ditions which the public is beginning to 
take for granted. 

But quantity and price are not the only 
distinctions we must consider if we are to 
understand present economic conditions. 
Someone has said that business profits are 
conditioned upon the wise or unwise use of 
materials, men and money. Assuming that 
money can be freely borrowed for any 
legitimate enterprise, as is certainly the case 
now, profits will depend upon how we 
spend our money for quantities of ma- 
terial, for the use of machines and for the 
productive time of men. Profits depend on 
the net total we get for what we spend. 

In industry generally the primary fac- 
tors of business are now in approximately 
good, normal balance, including a fair gross 
profit margin; but, except in the best man- 
aged companies, the proportion of sales in- 
come spent for general overhead expenses 
(including selling and administrative ex- 
penses) has quite generally grown. By 
now, these expenses nearly or entirely con- 
sume the gross profit income. Net profits 
will be restored most speedily by eliminat- 
ing wasteful practices that swell those ex- 
penses, thereby reducing their cost-per- 
unit charge. 

It is only the initial post-war industrial 
problem that seems to have been solved. 
The two primary factory costs only, labor 
and materials, are in line with the selling 
price. Yet an important deduction is in- 
evitable. If “costs to make” are in line 
with selling prices, it must be true that the 
share of sales income left for the general 
expenses (including selling and adminis- 
trative expenses) is proportionately as 
great as in the boom year 1920. Therefore, 
the percentage margin for general overhead 
must be averaging as good as in 1920. 

But if so, why all this current talk about 
narrowing profit margins? Simply for 
this reason: Industry has not yet met and 
solved the second major post-war problem. 
Factories have found how to make and 
produce a larger quantity of goods at iower 
price levels. But, by and large, we have 
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not yet learned how to oversee and dis- 
tribute that larger volume at a reduced 
cost per unit. The reason that the profit 
margin seems to be narrower is becau'se it 
represents fewer dollars. The percentage 
margin may be as good as in 1920, but on 
the reduced selling price basis the same 
good percentage margin represents some- 
thing like a 30 per cent reduction in the 
dollars received to cover the general over- 
head expenses. The average company has 
not perfected the efficiency of its overhead 
as it has the efficiency of its productive 
processes. Many companies are still spend- 
ing as many dollars there as when the 
samme percentage profit margin meant more 
dollars of gross profit income. 
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the 


Fortunately, economic conditions 
which are forcing recognition of this sec- 


ond major post-war problem are showing 


no favoritism as to corporate size, Large 
companies are pinched as badly as the littl 
fellows, and in many cases well managad 
companies, both large and small, are mak. 
ing better profits than ever by their agile 


adjustment to the conditions that are likely P 


to persist into the future. From this 
analysis of certain demonstrated facts, we 
reach the conclusion that net profits will be 
restored most speedily by the exercise of 
improved management in eliminating waste. 
ful practices, thereby reducing cost-per-unit 
charge. By Joseph H. Barber. Mill Syp. 
plies, August, 1927, p. 57:3. 


Organization: Job Analysis, Employment, Pay, Tests 


When the Boss Wastes Time 

The article is written by an emergency 
stenographer, who observed on her work 
visits to various corporation offices that the 
biggest item of office waste centered around 
the stenographer. Loss of time could not 
always be blamed on her, however. Al- 
though she wastes many a precious minute 
in procrastinating, or in stealing chats, or 
in renovating her complexion, yet she prob- 
ably loses as much in waiting until her boss 
appears in the morning and finally gets 
ready for dictation. A good deal of her 
loafing during the day is also due to the 
failure of the boss to organize his day 
properly and accordingly plan for her 
share of his work. In consequence both 
must start wrong; the work gets crowded 
into the fag end of the day when one’s 
“pep” is ebbing, and the demand for over- 
time after enforced previous loitering pro- 
vokes a not unjustifiable spirit of rebellion 
in the stenographer. Another death-blow 
to her interest in the job and to her loyalty 
is struck by the annoying habit executives 
subject to frequent interruptions have of 
trickling dictation all day long. This 
gives the stenographer no time to plan 


her work intelligently with regard to pos- 
sible secondary duties of filing or checking. 
Some of these leaks can be prevented by 
the use of dictaphones, which will insure 
an even flow of dictation and materially 
increase the stenographer’s efficiency. On 
checking up on the waste of office time, it 
might be well for the boss to check up on 
the efficiency of planning his own day's 
work and of systematizing his dictation 
into rush correspondence and mail to be 
finished as soon as may be. By Mary 
Pressly. Management, August, 1927, p. 
46:5. 


Success Qualities 


7 ' 
Fundamental qualities in character build- 


ing for business success are: smartness of 
speech and manner and mind; accuracy in 
thought, action and sight; a logical sys- 
tem indicating the best business methods; 
originality and balanced judgment. These 
important qualities will, however, fail to 
bring success without the will to win. There 
must be the vision of a definite aim in life 
toward which to work and strive. Then 
there must be the determination to bend 








& 
ee 
aS 
4 
= 





f 
te 


mo 8 








Onditions 
this sec. 
showing 
- Large 
the little 
managed 
ire mak- 
eir agile 
re likely 
om this 
acts, we 
> will be 
Tcise of 
& waste. 
‘Per-unit 


ill Sup. 


to pos- 
recking, 
nted by 
insure 
terially 
y. On 
time, it 
¢ Up on 
1 day's 
ictation 

to be 

Mary 
27, p. 


build- | 


less of 
‘acy in 
1 sys- 
thods; 


These 4 


fail to 
There 
in life 

Then 
bend 











every physical and mental energy to reach- 
ing this goal in spite of discouragement and 
obstacles. The will to win means vision 
plus determination. By Francis J. Lambert. 
Business Organization and Management, 
July, 1927, p. 626:3. 


Psychological Tests in Business 
Certain factors should be standardized 
for all applicants: materials, instructions, 
technique, conditions, interpretation of 
score. The psychological test does not 


evaluate all of the person’s ability, but 
merely tests parts, samples, or suggestions 
of ability. Various examples are cited 
showing that it may have value in reducing 


Training and Education: Schools, 


National City Bank to Offer Scholarships 
to Ten Employees 


The National City Bank will make 
scholarships available for a number of its 
employees. The ten employees making the 
highest grades in an intelligence test will 
have the choice as to the school which they 
wish to attend and will have their ex- 
penses refunded, 50 per cent at the suc- 
cessful completion of each term and 50 
per cent when the degree or diploma is 
awarded, 

The offer is limited to high school gradu- 
ates or others among the bank’s employees 
eligible to enter a university. New York 
Times, August 11, 1927. 


A Modern Industrial Library 


The usual library system of arranging 
books on the shelves according to authors 
and subjects no longer harmonizes with 
the practical spirit of modern business or- 
ganization, since it entails waste of time 
and space. A library primarily represents 
for any business stock in hand. A library 
room is, as it were, a stock room. Its 
books should be arranged on the shelves 
according to size. This apparent degrada- 
tion of a library to a mere stockroom for 
books offers the following advantages. 
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cost of labor turnover, training and dis- 


satisfaction of employees. Companies that 
publish tests are mentioned. By Harry 
Walker Hepner. Kardex Institute, August 
4, 1927. 4 pages. 


Trends in Choice of Vocation in Detroit 

The writer of this article concludes that: 
1. Business and engineering are today at- 
tracting a superior class of students in both 
the English and foreign language groups. 
2. The business and engineering fields are 
recruiting largely from the English-speak- 
ing group, and medicine, law, and pharmacy 
from the foreign group. By R. B. Cun- 
liffe. The Personnel Journal, June, 1927, 
p. 25:4. 


Libraries, Employee Publications 


1. Every book can be found without de- 
lay. 2. On the card index every book may 
be classified from any point of view what- 
ever. 3. The arrangement of books by size 
saves wear and tear of volumes. 4. No 
shelf space is wasted. The author de- 
scribes the modern library system, where 
every stack bears a Roman and every single 
shelf an Arabic numeral. Shelfboards are 
divided by inches and plainly marked so. 
Every book received is given the letter and 
number of its format. The letter agrees 
with the standard letter for format used by 
publishers, and the number indicates the 
book size in inches. The library card in- 
dex consists of three sections: by numbers ; 
by authors; by subjects. Either the deci- 
mal (Dewey) or any individual classifica- 
tion system may be used. For a book with 
several authors two or more author cards 
are written. A book treating of several 
subjects is indexed under each subject 
group. Every library card has 17 indi- 
vidual entry spaces, some of them ar- 
ranged around the edges of the card. In 
the order given they are designated for: 
1. Author. 2. Title of book. 3. Subject 
group. 4. Location on shelf. 5. Number 
of book. 6. Publisher. 7. Language: 
domestic or foreign. 8. Translated into or 
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from. 9. Serial number of set or journal. 
10. Number of pages. 11. Number of il- 
lustrations ~- diagrams. 12. Size. 13. Pub- 
lication date. 14. Price. 15. Style of bind- 
ing. 16. Page number of special article or 
chapter indexed. 17. Title of book con- 
taining special article or chapter indexed. 
Each library card is typed in triplicate. For 
instance, a book on standard size of paper 
indexed as II, 3,26,994 would be found on 
stack II, shelf 3, inch 26, No. 994. By 
K. M. Pokorny. Zeitschr.f.Organisation, 
July 7, 1927, p. 353:2. 


Practical Training of Employees 
An Ohio establishment offers to every 
one of its 7,000 employees through its 
training department an opportunity to 
study. The main qualification is the de- 
sire to learn and the willingness to work 
on the part of the employee, previous train- 


Benefit Systems and Incentives: 
Vacations, Stock Ownership 


Extra Incentive Wage Plan for Bill 
Clerks 

When the Public Service Electric & Gas 
Company of Newark, N. J., installed bil- 
ling machines to handle customers’ accounts 
they also put in effect an extra incentive 
wage plan to encourage accuracy in billing. 
Under this plan each employee is expected 
to earn his base rate by actual production. 
New bill clerks are allowed two months to 
become efficient before they are eligible. 
Compensation under this extra incentive 
wage plan is at the rate of 55 cents per 
100 bills, with a reduction of five cents 


Administration: 


Checking the Casual Absence 

A large utility corporation solved the 
problem of the casual absence by the fol- 
lowing rule: Not more than one employee 
in any department may be out of the build- 
ing at one time. Employees leaving the 
building must register on a special form 
name or initials, times of departure and of 
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ing being required only for the technical 
courses. The technical course of two 
years’ instruction is given under the direc. 
tion of a technical executive of the com. 
pany. The two office courses offered are: 
1. A short intensive course for experienced 
girls to prepare them for promotion to 
higher positions; 2. A full course for in. 
experienced girls, which includes a few 
weeks of practical experience in the dif. 
ferent company offices so that any vacancy 
arising may be filled from these students, 
About 1,000 employees are enrolled in the 
various courses. Employees work fyl] 
time on full pay and must do all their 
studying on their own time. The company 
pays all expenses involved in the training 
program and awards certificates for satis. 
factory attendance and completion of the 
course selected. Industry, July 9, 1927, 
p. 5:1. 


Pensions, Profit Sharing, Suggestions, 


from the amount earned for every error 
made in billing. Employees on vacation are 
paid at their base rate. An employee absent 
from duty for any other reason during part 
of the month forfeits the partial amount 
earned under the plan. The company 
claims that the results of this plan are a 
material increase in production, a marked 
reduction in the number of errors made, 
and a corresponding reduction in the num- 


ber of auditing clerks required for check- 


ing up. By John L. Conover. Cited from 
American Gas Association. Management, 
August, 1927, p. 56:1. 


Regulations, Supplies, Communications 


returning and total time elapsed during 
their absence. These forms are distributed 
among department managers and daily 
turned in to the office. Records on hand 
show that the average length of time taken 
will be ten minutes. Employees abusing 
the practice are warned; if they persist in 
taking an unreasonable time for relaxation 
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they are suspended from the privilege of 
the casual absence. After six months of 
trial the corporation found the practical 
advantages of this officially sanctioned leave 
of absence in increased employee good will 
and efficiency. Department employees ac- 
quired a general knowledge of department 
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work which eliminated the necessity for en- 
gaging outside assistance in times of illness 
or vacation. Moveover all company em- 
ployees had a better chance for geting ac- 
quainted and discussing their work during 
these relaxation periods. By B. C. Reber. 
Office Economist, July-August, 1927, p. 7 :2. 


PRODUCTION MANAGEMENT 


General: Promotion, Organization, Policy, Development 


General Motors: A Romance of Business 


In several respects General Motors Cor- 
poration is unique. It is the youngest of 
the ten-billion dollar corporations in the 
United States, being junior to that other 
one in the motor industry from which it 
differs so much, the Ford company. It is 
alone among the ten in that it is set up 
along the lines of the most modern prin- 
ciples of industrial management. It differs 
also in the plan of operations by which it 
accomplishes its end; in a sense it is but a 
cohesive force guiding the operations of the 
managements of the various constituent ele- 
ments. The corporation allows the maxi- 
mum of individual responsibilities to the 
executives, that is, it represents decentral- 
ized operations and responsibilities and co- 
ordinated control. General Motors has 
had a very good record for holding ambi- 
tious and able men because it has always 
been aware that it was necessary to tie up 
the incentive of the individual with the 
object it sought. It has made many mil- 
lionaires. The New York Times, August 
14, 1927. 


Commercial Fairs and Expositions 

The exposition is better adapted in some 
trades than in others to produce the busi- 
ness and social benefits outlined. The type 
of trade to which it is adapted must remain 
a matter of opinion, as statistics on the 
point are not available. Nor is much of 
the material on which an opinion must be 
based susceptible of reduczion to statistical 
form. An examination of the results of 
trade expositions in most of the industries 


in which they are extensively employed 
seems to indicate that this device can most 
effectively achieve its functions in indus- 
tries of the following types: 

1. In an industry making a product sub- 
ject to rapid development and improvement 
or involving the development of novelties ; 

2. In an industry distributing technical, 
semi-technical, or mechanical products to 
the general public or to a fairly wide 
group of users; 

3. In an industry selling products which 
lend themselves especially to massed dis- 
play ; 

4. In an industry producing commodities 
which cannot be sampled but which are not 
so thoroughly standardized as to be capable 
of ready purchase by description; various 
types of power and marine machinery fur- 
nish examples of this class; 

5. In an industry producing heavy prod- 
ucts of considerable unit value which are 
sold direct to users who constitute a widely 
scattered group, such as the motor-boat 
industry ; 

6. The manufacturers’ closed show open 
only to either wholesalers or retailers in 
the case of goods possessing the style or 
design element is likely to be an effective 
and cheap agent of distribution. By R. S. 
Alexander. Harvard Business Review, 
July, 1927, p. 433:15. 


Plant Rehabilitation and Cheap Money 

Almost every industry is going through 
what might be termed the “junking era,” 
that is, replacing antiquated machinery 
with new, which can be done to advantage 
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now because of current low rates of money. 
The plant which has the capacity for rapid 
production at low cost is the one that has 


the jump on competition. 


The close cor- 


relation is brought out between the results 


Plant: Location, Lighting, Heating, 


Raise the “Shades” and Turn Out the 


Lights! 


In a Cleveland manufacturing plant hav- 
ing large window areas a foot-candle meter 
registered only one-half of one foot-candle 
of illumination intensity. And this was on 
a bright sunshiny spring day; there was a 
brilliant cloudless sky. Even after fourteen 
100 watt overhead lamps were turned on, 
the meter reading went up to only two 


foot-candles. 


Industrial Economics: 


Labor and 


Immigration. 


Mexico’s Economic Disintegration 

One cannot honestly advise investment 
in Mexico. Certain interests, such as elec- 
tric light and power, are forced to invest 
further amounts to keep them going, but 
new industries are not being promoted. It 
may be safely said that all the industries 
in Mexico are for sale at the present time. 
Labor troubles sponsored by the govern- 
ment, high taxation, and decreased pur- 
chasing power by the people are responsible 


for such a condition. 


Our increased ex- 


ports into Mexico, to a great extent, mean 
a corresponding decrease in industrial and 
agricultural output in that country. By 


Walter B. Saunders. 


1927, p. 5:2. 


Barron’s, August 8, 


The Indianapolis Water Company Case 

Undoubtedly the courts will continue to 
use valuation as a test of confiscation. The 
commissions, on the other hand, may use 
value less and less as a test of reasonable 
rates and other factors more; yet it is un- 
likely that value will ever be completely 
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the sales department is able to achieve, and 


the degree of efficiency which is attained by F 


the factory organization. By Eugene 
Whitmore. Sales Management, August 6 
1927, p. 187 :3. 


Ventilation 


After cleaning all the panes of the usual 
incrustation of rust, soot, and carbon scale 
so generally found on the windows of 
manufacturing plants, the foot-candle meter 
placed in the same location as before reg- 
istered 38 foot-candles—19 times more light 
than before. 

Lack of maintenance may entirely nega- 
tive the potential value of the investment 
in large window areas. Industrial Power, 
August, 1927. 


Capital, Legislation, Wage Theory, 


abandoned as one of the tests of the com- 
missions for reasonableness of rates. 

The most obvious consequence of the In- 
dianapolis decision is that many companies 
will now feel free to raise their rates, in 
most cases within the economic limits which 
would still be within or in many cases well 
under the legal limit established by the 
present decision. Legal Developments Sig- 
nificant in Business. Harvard Business Re- 
view, July, 1927, p. 498:6. 


The Dividend Limit 

A director is under obligation to conserve 
the assets of the corporation which he 
serves. There are two aspects of this obli- 
gation. The first lies in adequate direction 
and control over the operating officers. 
The second lies in the adoption -of a rea- 
sonable dividend policy. 

Throughout this article no attention has 
been paid to what may be considered good 
business policy or sound accounting in the 
payment of dividends. Only legal restric- 
tions have been given consideration ; it cat- 
not be overlooked, however, that in the 
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main the law parallels the dictates of con- 
servative accounting: take all apparent 
losses, and withhold all profits until they 
are fully realized. 

With this in mind, one may assign all 
corporate profits to one of the following 
classifications, with consequent varying 
availability for dividends. A recollection 
of these classes will facilitate the hasty 
survey of a balance sheet for the propriety 
of a proposed dividend payment : 

1. Profit dependent upon sales or other 
contracts not yet fully executed. Such 
profit is unrealized and not available for 
dividends. 

2. Profit by appreciation of capital as- 
sets. This profit is not in itself available 
for dividends, but it may offset deprecia- 
tion, depletion, or other losses, and thus 
release other surplus legally available for 
dividends. 

3. Profit fully realized is always available 
for dividends. Legal Developments Sig- 
nificant in Business. Harvard Business Re- 
view, July, 1927, p. 501:7. 


Wages in the Automobile Industry 

The United States Bureau of Labor 
Statistics has published a survey of wages 
in the automobile industry for 1922 and 
1925. Of the workers surveyed during this 
period 2.4 per cent are women and 97.6 per 
cent are men. An analysis of the survey 
brings out three facts. In terms of money 
wages male workers were better off in 19235, 
over one-half of them receiving from $35 
to $40 weekly. The majority of women 
workers received a medium wage, both 
lowest and highest paid groups being 
smaller. In terms of real wages, that is, 


Training and Education: Schools, 
Publications, Bulletin Boards 


The Foreman as a Leader of Men 

The report of a conference on improv- 
ing foremanship, issued by the Federal 
Board for Vocational Education, lists the 
following elements of good foreman leader- 





THE MANAGEMENT INDEX 305 


of buying power, a comparison with money 
wages shows that all workers were actu- 
ally less well off in 1925. In spite of hav- 
ing made a real advance in buying power, 
the advance had been outstripped by the 
increase in industrial productivity per 
worker and by the rise in cost of living 
prices. In other words, in 1925 the worker 
was not able to buy as much as he could 
make. In terms of social wages, that is, 
in comparison to increases in productivity 
as well as in prices, it becomes evident 
that wages have not kept pace with this 
two-fold growth. All automobile workers 
are going backward with respect to wages, 
the highest paid group both of men and 
women have disappeared, and the next 
highest groups are consistently decreasing. 
Since social wages show the true picture of 
the worker’s position as a member of his 
advancing industry, this downward tendency 
of wage rates should be cause for concern 
to an industry which in 1925 employed 
about 454,000 wage earners. In a subse- 
quent article on this subject the author 
reaches the same conclusions when consid- 
ering it from another angle. Although 
over 91 per cent of the men and over 66 
per cent of the women have improved their 
economic condition, it is yet true that in 
point of social wages less than 7 per cent 
of the men and less than 4 per cent of the 
women have kept pace with prices and 
productivity. Since social wages tend to 
maintain the general economic and social 
balance, the industry as a whole has failed 
to pay such wages. This is a significant 
fact in the social and economic growth of 
the country. By Margaret Scattergood. 
American Federationist, July and August, 
1927, p. 818 :6, 966 :6. 


Libraries, Apprenticeship, Employee 


ship: 1. Know your work thoroughly. 2. 
Mean what you say. 3. Make your orders 
and instructions clear and definite. 4. 
Think before acting. 5. Keep your temper. 
6. Be open to suggestions. 7. Give praise 
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when deserved. 8. Encourage your men. 
9. Develop a good disposition. 10. Be fair. 
11. Uphold your men. 12. Keep discipline. 
13. Plan your work carefully. 14. Know 
your men so as to be better able to deal with 
each most effectively. 15. Develop a good 
personality. 16. Have patience. 17. Have 
a system of doing things. Executives’ 
Service Bulletin, July, 1927, p. 4. 


Developing Craftsmanship in Paper 
Hanging 

The Philadelphia Wholesale Dealers’ As- 
sociation and the Retail Dealers’ Associa- 
tion co-operated with the public school sys- 
tem in establishing a course in paper hang- 
ing for apprentices. The trade was first 
canvassed to find out how many boys could 
be placed to advantage and enrolled in the 
training course. The boys applied for 
jobs to a combined committee. If hired, 
they may be released after thirty days in 
case they prove unsatisfactory. The ap- 
prentice class meets every Saturday morn- 
ing for four hours in the basement of a 
large public school. Most of the course 
equipment was donated by the wholesale 
dealers. Needed preliminary wall repair 
work, plastering, carpentering and painting 
was done by the various apprentice classes 
of the continuation school. The paper 
hanging apprentices are given experience 
in proper wall preparation, in handling, 
pasting, trimming and hanging paper. Skill 
rather than speed is emphasized throughout 
the training. Instruction is given by an 
experienced master paper hanger. By L. 
H. Dennis. Industrial Education Maga- 
zine, August, 1927, p. 55:3. 


Encourage the Worker to Think 

A California manufacturing concern be- 
lieves it important to keep ambition alive 
in its workers. It encourages all younger 
employees to attend night school and cor- 
respondence classes, even if the course 
chosen does not directly bear upon factory 
operations. The idea is to arouse ambition 
and stimulate the worker to think. The 
plant manufactures a specialty and the ma- 
jority of its workers must be trained from 
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the ground up. An employee entering js 
put to work on the more simple parts under 
the supervision and instruction of an ex- 
perienced worker. If the beginner shows 
aptitude, he is transferred and placed each 
time in charge of an experienced work- 
man, until he is familiar with every phase 
of the manufacture of the product. This 
promotional procedure keeps the employee's 
interest alive and results in a crew of all 
around experienced workers. In addition, 
weekly shop meetings are held at which 
inspirational talks are given by plant, execy- 
tives or outside authorities on industrial 
problems. The plant has also an employee 
profit sharing plan, which has proved a 
decidedly stimulating factor in production, 
These inspirational and educational meas- 
ures have resulted in eliminating the labor 
turnover problem almost entirely. By 
Charles A. Lineback. Pacific Factory, 
July, 1927, p. 19:2. 


Workers’ Co-operation Lowers Costs 

Remarkable results achieved by Acheson 
Graphite foremen’s conference. A definite 
system is followed in training assistant 
foremen. Similarly in the works office, 
everyone is familiar with at least one job 
beside his own. There has been no turn- 
over in this office for the past six years. 
The lunchroom is now operated by em- 
ployees, as suggested by the foremen’s con- 
ference. The safety record has been im- 
proved and many worthwhile suggestions 
have been utilized. Each foreman receives 
a statement promptly at the close of each 
month showing the cost record of his de- 
partment during the previous month and a 
summary of this record to date for the 
year. By Edward R. Cole. Manufacturing 
Industries, July, 1927, p. 27 :4. 


The Foremen’s Reading Course 
A reading course for foremen has been 
arranged so that 112 men are able to read 
eight books a year at a cost of only $1.00 
a man. The books selected cover a wide 
field in literature and are classified under 
the heads of Economics, Sociology, Science, 





Biogral 
and Fi 
given. 

Magaz 


A Tr 


The 
to fore 
cussed 
lems, 
thesis, 
foremé 
cussed 
man’s 
ence a 
defeat 
and m 
ley. J 
p. 893 


Five 


Dav 
East | 
compz 
prenti 
these 
manu 
polici 
progr 


Ben 


In 
rator 
pair 
of r 
analy 
abilit 
to p 
ings 
tenti 
pose 
dent 
used 
ment 











Biography, Literature, Religion and Ethics, 
and Fiction. The details of the plan are 
given. By V. H. Whipple. The Foremen’s 
Magazine, August, 1927, p. 10:2. 


A True Basis for the Development of 
Foremen 


The problem method of teaching applied 
to foremen. Three common errors are dis- 
cussed: the error of ignoring specific prob- 
lems, the error of analysis without syn- 
thesis, and the error of overemphasizing the 
foreman’s teaching. Other subjects dis- 
cussed are: Human relations the fore- 
man’s problem, the foreman’s need of sci- 
ence and sense, sharing of difficulties and 
defeats, management’s part in the program 
and methods of procedure. By L. A. Hart- 
ley. Mechanical Engineering, August, 1927, 
p. 893:5. 


Five Industrial Cities Unite to Train 
Apprentices 

Davenport, Bettendorf, Iowa, Moline, 
East Moline and Rock Island, Ill., form a 
compact industrial center in which the ap- 
prentice training problem is common to all 
these communities. A committee of the 
manufacturer’s association establishes the 
policies and sponsors the success of the 
program. The school boards agreed to 


Benefit Systems and Incentives: 
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co-operate with the industrial management 
and finances were met from state education 
funds. In a year over 100 boys have been 
put to work at various trades. By S. M. 
Brah. Iron Trade Review, June 30, 1927, 
p. 1649:3. 


The National Necessity for Apprentice 
Training 

There must be a stern realization that 
adequate apprentice training has become a 
national necessity in order to preserve in- 
dustry by ensuring an adequate supply of 
skilled workmen in the future. Statistics 
indicate that there is much work to be 
done and in order to do the job thoroughly, 
all employers, large or small, must con- 
tribute towards such a program in the pro- 
portions of their needs. The number of 
apprentices in training in any particular 
establishment should not be left to hap- 
hazard guess work but should be deter- 
mined upon some scientific basis. Class- 
room instruction should be confined to that 
period of time which the apprentice spends 
in the training room. In this way, he can 
devote his entire time to work in the manu- 
facturing departments without disturbing 
the regular chain of production in these 
departments. By D. L. George. The Fore- 
men’s Magazine, August, 1927, p. 4:3. 


Group Insurance, Pensions, Vacations, 


Profit Sharing, Wage Plans, Suggestions, Stock Ownership 


Whatever the Job We Pay for 
Accomplishment 

In the Eastman Kodak Company, ope- 
rators, foremen, truckmen, firemen and re- 
pair men all work to a common measure 
of results and improvement. A careful 
analysis has been made of each job and the 
ability and aptitude which an operator had 
to possess to perform it. Important sav- 
ings always come from directing the at- 
tention of the workman to the actual pur- 
pose of his work instead of to some inci- 
dental motion. The Bedeaux System is 


used to determine the unit of accomplish- 
ment. 


Increase of production for day- 





work departments have averaged about 50 
per cent. Increase in piece-work depart- 
ments has been improved through super- 
vision. By Virgil M. Palmer. Factory, 
July, 1927, p. 46:4. 


Added Masters: Customer Ownership a 
Breeder of Alert Management 


Voltaire advocated the spread of prop- 
erty as a cure for many of the evils of his 
day. “Spreading of property” among the 
people is one of the best reasons for cus- 
tomer ownership. In the matter of annual 
reports and earnings statements, customer 
ownership has brought about far more com- 
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plete and comprehensive pamphlets and 
statements than was the case prior to 
1914. Customer ownership has brought 
about real publicity of corporate affairs. 
If a utility management is reliable and 
efficient before customer ownership it be- 
comes doubly so after it has taken on 
these additional masters. By W. H. Hodge. 
Byllesby Monthly News, June, 1927, p. 
6:2. 


How to Minimize Absenteeism 

Investigation has shown that the average 
amount of absenteeism for the 40,000,000 
American wage-earners is about seven per 
cent of each worker’s time, or 21 days per 
year of 300 working days. The employer’s 
share of this enormous loss is reflected by 
the major items of 1. Maintenance of a 
larger payroll. 2. Idle machine or equip- 
ment time. 3. Increased cost accounting 
due to irregularities. 4. Impaired discip- 
line and control. 5. Interruption of planned 
schedules and production layouts. Indus- 
trial experts who have studied the problem 
report that a greater percentage of posi- 


tive incentives to improve attendance func. 
tion more satisfactorily than do negative 
Among reward plans are bonus Systems, 
varying from theatre tickets to ten per 
cent of the regular salary, paid semi-month. 
ly for perfect attendance and Punctuality 
during that period. Another helpful prac 
tice to eliminate fictitious excuses for ah. 
sence has been to require the absent em. 


ployee to report to the plant physician be. 9 


fore returning to work. By R. L. Wolfe 
Pacific Factory, July, 1927, p. 22:1, 


Industry Adopting Pay Check System 
for Safety 
More than 3,000 concerns have adopted 


this plan. The mechanizing of office equip. F 


ment has made it easier to address and sign 
checks. There is an increase in branch 
banks in outlying districts, and the restric. 
tion on immigration is tending to raise the 
intelligence standard of those workers in 
America. Safety is given as the main rea 


son for adopting this practice, but thrift 7 


is one of the by-products. By A. J. Hain, 
Iron Trade Review, August 4, 1927, p. 
247 :4. 


Shop Organization: Planning, Methods, Job Analysis, Standardization, 


Waste 


Three Factors in Production Control 

Experience of the Jeffrey Mfg. Co. in 
reducing by 50 per cent during the past 
year material in process. Factors contrib- 
uting to increased efficiency are the opera- 
tion of a premium system of paying em- 
ployees, conservation of movement of ma- 


terial within the plant, and the effective use 
of modern tools. By Burnham Finney. 
The Iron Age, June 23, 1927, p. 1803:3. 


We Capitalize Minutes! 

The President of the Syracuse Washing 
Machine Corporation tells how their whole 
scheme of management is built around close 
control and fast movement of inventories 
through his plant which is laid out like 
the best-planned automobile factories. The 


savings in cost due to automatic operations, 
mechanical moving, the savings in produc- 
tion time and the consequent reduction in 
fixed charges have enabled them to im- 
prove their product steadily without in- 
creasing the price. By J. N. Derschug. 
Factory, July, 1927, p. 35:5. 


New Equipment Needed, Not More 
Credit 

Now that we have much of our material 
speeded up, our next step should be to find 
ways and means of quickening the flow of 
material to and from it. Better material 
handling is just as surely the watchword 
today as was “scientific management” in 
1911 or “employee representation” seven 
years later. A banker can show many 
manufacturers that a thoroughly engineered 
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conveyor system will do more good than an 
increased line of credit at the bank. For 
the quicker through the plant, the smaller 
the capital tied up in unfinished goods, the 
less the investment in storage space, the 
less the taxes on that space, and the smaller 
the interest charges. By Leon I. Thomas. 
The Bankers Monthly, August, 1927, p. 


18:2. 


Chains of Warehouses Next? 
Several large Western warehouse inter- 
ests have merged their organizations under 
the name of the Warehouse Securities Cor- 


poration, which has apparently opened the 
way for chains of warehouses extending to 
all the strategic marketing points of the 
country. The object is to eliminate waste 
in distribution to an extent that will enable 
retailers to buy their goods at a cost that 
will permit competition with the retail 
chains on something near an even basis. 
The financing plan is described in consider- 
able detail. 

The retail chains are economically right. 
Huge distributing chains of warehouses or 
jobbers are also economically right. By 
G. A. Nichols. Printers’ Ink, July 28, 1927, 
p. 108:4. 


Rate Setting: Operation Study, Time Study, Motion Study 


Getting the “One Best Speed” for the 
Job 

Definite examples of economical produc- 
tion through the most effective balance pos- 
sible between the two variable power-com- 
ponents-torque (the force resulting from 
rotation) and speed. For the most efficient 
operation of the machine or tool there is 


Research and Experiment 


Research—the Basis of Business 
Expansion 
Industrial research is today a practical 
business proposition on which depends the 
progress and often the existence of an in- 


dustry. The test of research is, does it: 
1. Reduce production costs? 2. Reduce op- 
erating costs to the user? 3. Increase the 
utility of the product? 4. Increase its sales 
appeal? 5. Produce new business? 6. De- 
termine technical information to some other 
needed project? In 1918 Great Britain es- 
tablished a Department of Scientific and 
Industrial Research, and placed at its dis- 
posal one million pounds sterling to en- 
courage industries in undertaking research. 
As a result 26 industries created coopera- 
tive research associations at various times, 
which have come to be clearing houses of 
experience and forums for the discussion 


one best machine-operating speed at every 
load. In silk throwing the use of variable- 
speed transmissions has saved from 75 to 
80 per cent of the time formerly lost 
through the breakage of silk fibres. By 
Reginald Trautschold. Canadian Machin- 
ery & Manufacturing News, June 30, 1927, 
p. 76:2. 


of technical problems. They turn into in- 
dustrial practice and profitable effort the 
laboratory results of the associations’ per- 
sonnel. By T. Macara. System, July, 
1927, p. 5:4. 


Business Education as Envisaged by 
the Scientist 

The problem of the university must be 
to combine research with education. In 
order to accomplish this end, it will always 
be necessary that there shall be men seek- 
ing to contribute to the solution of the most 
general problems that confront mankind. It 
will be necessary that the faculty and the 
student body of the business school shall 
be made up of men of all ages and of all 
stages of development cooperating without 
an immediate object in view. One of the 
most difficult problems for the schools of 
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business must be to discover great fields of 
study worthy of the prolonged attention of 
men who are interested in every aspect of 
human life. By Lawrence J. Henderson. 
Harvard Business Review, July, 1927, p. 
420 :4. 


The American Rubber Situation 

There are two reasons why America 
should be interested in growing her own 
rubber: (1) She would be more independ- 
ent in the control of her own raw material 
supply, and (2) the profits from the produc- 
tion of rubber (a product of which she 
uses 70 per cent of the world’s supply) 
would accrue to her own people. The first 
of these two reasons is both patriotic and 
commercial. That the nation be assured 
of essential materials in case of war is a 
practical necessity. Further, it is desirable 
that on this supply there exist no artificial 
restrictions which make possible high or 
sharply fluctuating prices. Most discus- 
sions of the crude rubber industry have 
dealt only with this twofold motive, and 
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have consequently neglected the investor's 
standpoint. 

The American investor is interested from 
a business point of view. He desires to 
know the probable market which he May 
fill, and how well that market is now Sup- 
plied. He must chance the possibility thy 
in this age of research a part of his prod- 
uct may be supplanted, a possibility which 
now seems remote. He wishes information 
on the cost of growing rubber. He muy 
select the best place on which to start his 
plantations. It may be better for him to 
buy into already existing plantations, per. 
haps in unrestricted regions, rather than 
to start new ones. He must consider whe. 


ther or not extensive planting on his part 4 


will so increase the world’s supply that the 
price of all must fall. Finally, as an jn. 
vestor, he must always consider the risks 
involved and the possible returns for those 
risks, as contrasted with the risks and re. 
turns of other industries nearer home. 
Summaries of Business Research, Harvard 


Business Review, July, 1927, p. 449 :19. 


MARKETING MANAGEMENT 


The International Scope of Merchan- 
dising Principles 

In considering the problem of export 
sales it is well to draw the distinction be- 
tween the principles and the methods in- 
volved. Varying methods must be adapted 
to countries with varying types of civiliza- 
tion and population and with differing geo- 
graphical conditions. Because of these 
variations in methods, American business 
men often have felt that foreign selling 
is a mysterious, complicated, and forbid- 
ding field. And indeed, in the absence of 
any sound basis for discrimination among 
them, the many possible selling methods in 
any country present a baffling problem. 

Such a view may well discourage a com- 
pany altogether from entering foreign mar- 
kets, or it may result in a confusion which 
causes the choice of unsound methods. But 


when the‘ available methods are studied 
from the standpoint of the merchandising 


principles involved, they lose their mystery 
and can be judged intelligently. Merchan- 
dising principles are fundamental. They 
should apply equally to the sale of goods 
at home or abroad, in Ecuador or in Okla- 
homa. A study of these merchandising 
principles, therefore, should serve as a 
guide to the formulation and selection of 
sound selling methods in foreign trade. 


For example, if the business man has 
found that his product—perhaps a staple 
canned food—requires dense distribution in 
the United States because of the product's 
small unit value and its frequent purchase 
by the same individual, he will choose 
methods of foreign selling which also will 
secure relatively dense distribution. If, on 
the other hand, the business man has found 
that his product—perhaps a very expensive 
automobile—requires restricted distribution 
in the United States because of its relatively 
high value, distinctive features, and the it- 
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frequency of its purchase by the same in- 
dividuals, he will devise and choose foreign 
selling methods which also will result in 
restricted distribution. 

In this case study the thesis that mer- 
chandising principles are fundamentally the 
same everywhere will be illustrated by the 
two cases, which consider the foreign dis- 
tribution of two widely different types of 
consumer goods—confectionery and pianos. 
This illustrative material is so restricted 
that no definite conclusions can be drawn 
from it to establish such a thesis. It is 
the purpose of this study to be merely sug- 
gestive rather than conclusive. Case Stud- 
ies in Business. Harvard Business Review, 
July, 1927, p. 487:9. 


How We Found Places for One Hun- 
dred Additional Salesmen 

The first step in the reorganization of a 
certain New York concern was in the de- 
termination of salesmen’s territories. The 
population of each man’s territory was as- 
certained in an effort to strike some sort 
of average for the country as a whole. It 
was found that some were too large and 
some too small. There was scarcely one 
territory that did not need some adjustment. 
By the time the work was finished a crying 
need was found for one hundred additional 
salesmen, which meant a 50 per cent in- 
crease. They consider the expense to be 
more than justified, however, as sales in- 
creased 55 per cent and their strategic posi- 
tion in the industry was improved. By a 
New York Sales Manager. Sales Manage- 
ment, July 23, 1927, p. 115:2. 


Sales Promotion: Letters, House 


Eliminating Paragraphs Saves 1.24 
Cents Per Letter 

The Jewel Tea Company has been doing 
some research work in an effort to have 
better letters and make them cost less 
money. It has been ascertained that by do- 
ing away with indented paragraphs on let- 
ters several hundred dollars a year could 
be saved. The investigation showed that 
the first step in improving correspondence 


An Airplane Chain Store Goes on Tour 

A United Cigar store recently started on 
an experimental ten-week flight. The 
stocks are replenished from local ware- 
houses at the various stops on the flying 
schedule. At each stop local newspapers 
carry advertisements telling about the flying 
store and what it sells, and the time and 
place of its arrival. This enterprise is 
looked upon as a contribution to commer- 
cial aviation in offering a practical demon- 
stration of the feasibility of caravans in 
the air. Printers’ Ink, July 28, 1927, p. 
44:1. 


Our Business Is Not Different So Far 
as Fundamentals Are Concerned 


The Famous Players-Lasky Corporation 
applies the methods learned in other busi- 
nesses to the distribution of motion pictures. 
One of the most valuable of these has to 


do with analyzing their markets and setting 
sales quotas. It is necessary to consider 
the relative drawing power of each picture, 
which depends upon the story, the director, 
the star and the cast. It might seem that 
the presence and interaction of so many in- 
tangibles would make it very difficult to 
set accurate quotas for a film, yet it is pos- 
sible to do so provided sufficiently detailed 
figures are gathered on all the various fac- 
tors. It is even possible to determine a 
scale of prices on a forthcoming picture 
and to forecast the final results with ac- 
curacy by taking into account solid figures 
of past performances. By Sidney R. Kent. 
Sales Management, July 23, 1927, p. 109 :3. 


Organs, Advertising 


was in standardization of the letter form, 
of which there are two in use today. These 
are the straight block and the pure slant. 
Besides the saving in money, there are 
other advantages in the use of the straight 
block letter form without indented para- 
graphs, which are cited. 

Getting a new correspondent started right 
is one of the most important parts of the 
correspondence supervisor’s job if he wants 
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to secure the proper co-operation between 
the transcriber and the dictator. In many 
large companies the only personal contact 
must be supplied by the correspondence su- 
pervisor, who should be in complete charge 
of both the dictato-s and the operators. By 
J. B. Blanton. Printers’ Ink, August 4, 
1927, p. 153 :4. 


Special Sales in Retail Merchandising 

The results are given of an investigation 
as to the frequency of special sales in dif- 
ferent types of stores; the reasons for hold- 
ing the sales; whether the results seem to 
justify the event; the prevailing feeling 
among merchants as to the use of special 
sales; and finally, to ascertain what are 
the special problems connected with sales 
as seen by the merchants themselves. By 
Etwald T. Grether. Nebraska Studies in 
Business, No. 19. University of Nebraska. 
37 pages. 


Market Research Should Be Centralized 

There is great danger that there will be 
waste in research, just as in distribution. 
The most important thing facing distribu- 
tors of goods today is market research, but 
it has become such a fad that everybody 
wants to do it. Large sums of money are 
being spent on it without much regard as 
to the benefits. Under these circumstances 
the important thing to be done is to secure 
co-operation in research; there should he 
some central co-operating or guiding body. 
The first step in this matter has been 
taken by the Association of National Ad- 
vertisers which has appointed a Research 
Council to study the research now being 
done. By Everett R. Smith. Printers’ 
Ink, July 7, 1927, p. 49:2. 


Why Worry About 1.24 Cents if the 
Letter Gets Results 


The author differs with the argument of 
the Jewel Tea Company in its economy 
program applied to the correspondence de- 
partment. He takes the position that such 
a rigid procedure must frequently tend to 
curb originality. He has never tried to 
figure what each letter might cost. His 


aim has always been to make each letter 4 
a definite job, whether that letter Costs a 
dime or a quarter. By Ed Wolff. Pri. 
ers’ Ink, August 11, 1927, p. 25:3, 


Keeping the Temperature of a Sales 
Force at Selling Heat 


One of the most important things thy 


the Eureka Vacuum Cleaner Company | 
found was that their cleaner could be soli J 


best only by intensive direct selling unde 
their complete and positive control. They 
found that every operation of their buying, 


manufacturing, distributing, 


selling an 
servicing must be guided, supervised an | 
directed from one point, the main office, m. 


der the general manager, assisted by the 
various department managers. The ind- 
vidual branch managers have charge of 
their respective cities and adjacent terti- 


tories. Each branch has district managers ; 


who check on department and crew man- 
agers in charge of individual sales crews, 

Midwinter and midsummer contests are 
staged, which appeal directly to the ind- 
vidual salesman. Liberal prizes are of- 
fered, making it possible for some of the 
men to earn as much as $350 to $400 above 
their regular commission. The contests are 
flexible and are varied to accomplish spe- 
cific ends. By Fred Wardell. 
Ink, July 7, 1927, p. 17:4. 


Methods of Eliminating Waste Sales 
Promotional Expense 


This report is the third in a series pre- 


senting the data covering plans and meth- 7 


ods for maintaining profits in the face of 
declining volume. These subjects are dis 
cussed: 1. Trend in sales promotion prat- 
tices. 2. Limiting promotional expend 
tures to profitable accounts. 3. Limiting 
dealer helps to customers who use them. 


4. How Servel saved 15 per cent. 5. How 
6. How 4 


to save on the mailing list. 
jobber decreased sales promotion expens. 
7. Preliminary tests that reduce costs. § 
How De Laval makes their catalog 
double service. 9. Getting same result 
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with fewer mailings. 10. Twenty-five plans 
for decreasing promotional expense. Re- 
port No. 52. The Dartnell Corporation. 


17 pages. 


What the Fine Arts Are Doing for 
Business 
As yet, about the only phase of business 
in which we find art widely used is adver- 
tising; but the advertisers have failed to 
realize the full benefit by not conforming 
the appearance of their goods to the ar- 


tistic appearance of their advertising. Mere 
artistic prettiness is not enough, however, 
as the manufacturer should endeavor to in- 
clude the appeal of real art in his package 
designs, so that they never will become tire- 
some. As soon as our primary needs are 
met we tire of the utilitarian form and de- 
mand artistry. An excellent example of 
this is the automobile, and competition is 
now largely a matter of appearance. Re- 
lated to James True by Gutzon Borglum. 
Printers’ Ink, July 28, 1927, p. 73:4. 


Salesmen: Selection, Training, Compensation 


Neurotic Sales Managers 

A hardware salesman complains about 
some of the things nervous sales managers 
do. His particular sales manager finds that 
it is beneficial for him to take a month off 
in the summer and two or three weeks in 
the winter, and he wonders if it would not 
be just as beneficial for the salesmen as for 
him. 

The average field man is not an indi- 
vidual who puts in his time inventing ways 
and means to cheat his house. He finds it 
a mighty humiliating thing to be accused 
of making up a false expense account, and 
if he has real blood in his veins an honest 
salesman will not stand for it. 

Putting the sales force to work when 
business is poor seems to be the great 
panacea for many a business house, but as 
a matter of fact the experienced salesman 
works his hardest when business is poor. 

The man who bosses the sales manager 
is the only one who can do anything for 
the nervous, jumpy kind, and a quiet talk 
is the best cure. Printers’ Ink, July 21, 
1927, p. 85:4. 


Can a Trade Association Train Sales 
Managers? 

The Life Insurance Sales Research Bu- 
reau prepares manuals, issues bulletins, 
helps form local clubs and conducts a 
school for managers of life insurance agen- 
cies. The “school room” plan appealed 
very decidedly to the managers who at- 
tended the classes. It has been found that 


so far it is possible and practicable for 
a trade association to undertake success- 
fully the job of training its personnel. By 
John Marshall Holcombe, Jr. Printers’ 
Ink, July 28, 1927, p. 158:3. 


Merchants’ Institute 

In Boston 96 retail stores in the Retail 
Trade Board of the local Chamber of 
Commerce have pooled their interests and 
combined to create a big training insti- 
tution for all classes of their employees, 
through the Merchants’ Institute of the 
Retail Trade Board. Training of sales 
people takes place on company time from 
8:50 to 9:50 am. Voluntary courses on a 
wide variety of subjects are given in 
the evening. Retail Ledger, August, 1927, 
pi. 


An Outline of Selling for Export 
Advertisers 

Lawrence & Company have no cut-and- 
dried method of developing their export 
salesmen. As to the methods of training, 
the high points in the routine are: a. 
Course of reading in books relative to 
their industry, export trade, foreign coun- 
tries, salesmanship, etc. b. Attendance at 
their Export Training School, the sessions 
of which are held every Tuesday from 
4:30 to 6 pm. c. “Sitting-in” on the 
weekly Wednesday morning export de- 
partment conference. d. Performing cler- 
ical functions at various desks in the ex- 
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port department. e. Actual selling expe- 
rience in Sales Room; calling on export 
houses, local buyers, etc. A list of the 
data supplied to the salesmen, sources of 
credit information, and an export man- 
ager’s check list of reports are given. 
By Ernst B. Filsinger. Printers’ Ink 
Monthly, August, 1927, p. 56:4. 


Seven Compensation Plans That Reduce 
Credit Losses 

A number of representative concerns 
state that they have been able to obtain re- 
sponsible customers who pay their bills 
promptly and thereby reduce both their 
credit losses and their sales costs, through 
the use of a compensation plan for their 
salesmen that penalizes them when the 
shipments are not accepted, or when the 
bills cannot be collected. The concerns 
mentioned include the Fyr-Fyter Company, 
the Boyer Fire Apparatus Company, the 
Gustave J. Gruendler Manufacturing Com- 
pany, Inc., the Egry Register Company, a 
large candy manufacturer and a tool man- 
ufacturer. Sales Data. The Dartnell Cor- 
poration. 4 pages. 


Salesmanship 


Erasing Company Store Prejudice 

The Mutual Supply Company is a 
string of seven department stores oper- 
ated at the mining towns in Allegheny and 
Washington Counties of the Pittsburgh 
Terminal Coal Company. These stores 
were separately operated and managed; 
yet employees regarded them with a great 
deal of inherited prejudice as company 
stores. The methods used to dispel this 
prejudice were: 1. Prices reduced to 
compare favorably with big city and mail- 
order competition. This result was gained 
by better merchandising, lower inventor- 
ies, improved buying and distributing. 
Each of the seven stores was made head- 
quarters for various goods used in all 
the units. This eliminated warehouse ex- 
penses. Distribution to the other units 
was made by means of a large Mack 
truck. These better merchandising meth- 


THE MANAGEMENT REVIEW 


ods resulted last year in a stock turnover 
of ten times. 2. Sincere courtesy to each 
customer, making each understand that 
store service is gladly and cheerfully 
given. 3. Close contact with sick cy 
tomers in each community; the Store 
manager sending a man to look afte 





grocery and other orders that touch th § 


store’s activities. 4. Performance of “eg. 
tra aids,” not in the regular run of retai 
business. One of these is the securing 
of due back salary to incoming employe 
customers, where the head of the family 
has perhaps been previously employed by 
another coal company. These steps elim. 


inated prejudice against the stores an e 
have increasingly resulted in greater store’ © 


prestige and better profits. By Theodore 
Lewis. Industrial Retail Stores, July, 
1927, p. 21:2. 


A Diversified Line Needs Only One 
Sales Manager 

A number of examples are given shov- 
ing how the “family of products” idea 
works out in selling diversified lines, with 
the sales management in each case cen- 
tralized. The merchandise sold by these 
companies is always related in some way 
or another. If they should attempt to 
segregate their products, even by lines, 
their selling expense would mount to pro- 
hibitive heights, and their advertising cost 
would grow. Under the present plan al- 
most any item can be brought out, an 
identifying label put on it, and it will be 
instantly accepted because of the previous 
prestige gained by the other items in the 
line. By The Editor. Printers’ Ink, July 
28, 1927, p. 41:2. 


Cash-and-Carry Plan Builds Up a 
Wholesale Business 

The Gets Manufacturing Company, or- 
ganized six years ago, discovered that af- 
ter inventing and manufacturing the Gets 
spark plug it had not enough capital left 
to provide for advertising and for mar- 
keting its articles on a credit basis. The 
company decided, therefore, to get a quick 
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turnover on its invested capital by mar- 
keting on the cash-and-carry plan. Its 
salesmen pay cash for several hundred or 
several thousand Gets plugs each week, 
load them on their own cars or trucks, 
and sell the plugs to the garage or filling 
stations on the same cash-and-carry plan 
under the formula, no cash, no plugs. The 
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sales volume has increased 3,000 per cent 
in the six years of operation, while the 
cost of distribution has remained neg- 
ligible. The company has increased its 
sales force from one to 47 men, who sell 
the Gets spark plug in 36 states and in 
Canada. By C. E. Endicott. Manage- 
ment, August, 1927, p. 50:3. 







































Survey of Books for Executives 









——— 








Forecasting. By 
David F. Jordan. Prentice-Hall, New 
York, 1927. 281 pages. $5.00. 

The average business man as distin- 
guished from the statistician will find in 
Jordan’s “Practical Business Forecasting” 
one of the clearest discussions of the pres- 
ent status of business forecasting that has 
yet been written. 

The thing which particularly recommends 
it to the lay reader is the fact that it com- 
bines the discussion of the theoretical prin- 
ciples underlying business forecasting with 
enough illustrations of their practical ap- 
plication to make them easily understood. 

The author points out in the introduc- 
tion that “business forecasting has come 
into a certain disrepute” because its true 
function has not been clearly understood. 
“It does not provide an unqualified basis 
for the determination of future policy. It 
does indicate the direction that such policy 
should take, but always with the assurap- 
tion that sufficient flexibility is present to 
meet the unexpected.” 

That business forecasting has become an 
extremely useful guide to many large busi- 
ness organizations is made clear by the 
Practices of several large corporations in 
basing their plans for future years on the 
results of their carefully developed fore- 
casts. It will probably come as a surprise 
to many readers to find how many con:pa- 
nies have made definite use of forecasting 
methods. In fact, the number is grcater 
than is indicated by references in Mr. Jor- 


dan’s book. 


Practical Business 





Briefly, the author divides business fore- 
casting into three classifications; long term 
forecasts (over five years), medium term 
forecasts (one to five years), and short 
term forecasts (up to one year). 

In making long term forecasts, the most 
important factor is the determination of 
the rate of progress or growth, and this 
trend for future years can be reasonably 
estimated by a study of the trend of pre- 
vious years. Such a forecast may not be 
accurate for any given year, because of 
fluctuating business conditions, but at least 
a zone of probability can be established 
within which the business is quite likely to 
travel. 

Long term forecasts are useful in con- 
nection with factory expansion progrems 
which must be made many years in ad- 
vance. This applies particularly to the 
business of public utilities. 

In the case of medium term forecasts, 
the business cycle is of greater signifi- 
cance than the trend of growth, and in 
connection with the cycle a significant state- 
ment is made which ought to take out of 
that subject some of the misunderstand- 
ing which now commonly exists. The 
statement is this, “The sequence (in the 
cycle) is quite invariable, whereas time, 
duration, and extent are subject to many 
variations.” For this reason, current posi- 
tion in the cycle is the first thing to be 
determined. 

Medium term forecasts serve as a basis 
for building programs, financing programs 
and long term sales commitments. 
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In the short term forecasting the cycli- 
cal movement and seasonal variations are 
the important factors to be considered. 

Short term forecasts are most useful in 
the business world in the fields of purchas- 
ing and production, serving as a guide to 
the most favorable periods in which to in- 
crease production, as well as in the purchase 
of supplies. 

Business barometers are required to de- 
termine current position in the cycle. The 
author does a good deal to clarify the un- 
derstanding of the significance of business 
barometers and the part they play in the 
study of business cycles. 

Because it is so clearly written, this book 
should be extremely useful in giving its 
readers an understanding of the principles 
involved in modern business forecasting. It 
does not attempt to over-sell the possibili- 
ties of business forecasting, but rather sup- 
ports the subject by illustrations of the uses 
to which it is now being put. Perhaps it 
is so interesting because it realizes the am- 
bition stated by the author ia his introduc- 
tion when he says, “It would be a composite 
answer to the question of how American 
business is trying to plan intelligently for 
the future.” 

Guy C. SmitH, Advertising Department, 
Libby, McNeill & Libby. 





Psychology of Selling and Advertising. 
By Edward K. Strong, Jr. McGraw- 
Hill, N. Y., 1925. 459 pages. $4.00. 


As a general rule one might say quite 
safely that the farther away from the ac- 
tual sale the psychologist gets, the less 
valuable to the salesman and business man 
becomes his analysis of it. From this 
standpoint, “The Psychology of Selling 
and Advertising” ranks high. Dr. 
Strong has started with the sale, and 
never gets very far away from it. His 
analysis of it is valuable because it results 
in a practical, workable formula. 

The development of this formula or 


principle is based upon the idea that what 
goes on in the purchaser’s mind is what 
determines the sale. 


This does not sound 
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very startling, perhaps, but it has not been 
the viewpoint of the score of others who 
have written upon the subject. The more 
common idea, expressed or implied, has 
been that the salesman, by using “Dsy- 
chology” could, in effect, compel the pur- 
chase. Dr. Strong has taken the more 
fruitful viewpoint. In the sale, as he sees 
it, goods are not so much sold as bought 
Therefore, the analysis of a purchase js 
more useful in understanding the selling 
process than the analysis of a sale. 

This angle of approach has the further 
advantage of taking into complete consid. 
eration the comparatively new idea—~in 
practice, at least—that the object of Selling 
is not a sale, but a customer. 

The book has four sections: Part ], 
General Survey; Part II, How Man 
Satisfies His Wants; Part III, Principles 
of Selling and Advertising; Part IV, 
Strategy and Tactics of Selling. In the 
writer’s opinion Dr. Strong bit off more 
than he chewed when he essayed to com- 
bine the psychology of advertising with 
that of selling. Though they have com- 
mon spheres of activity and are supple- 
mental, each is distinctive and important 
enough to need individual treatment. 

However, every man who has anything 
to do with either advertising or selling will 
do well to read and to study this book. 


O. R. Jounson, 
Business Training Corporation. 





Common Sense and Its Cultivation. By 
Dr. Hanbury Hankin, M. A. Kegan 
Paul, Trench, Triibner & Co., Ltd., Lon- 
don; E. P. Dutton & Co., New York, 
1926. 289 pages. $2.50. 


This book should prove valuable reading 
for the business man or for the younger 
man preparing to enter business. There 
is a most interesting chapter on Subcon- 
scious Judgment with special reference to 
the business instinct. There are chapters 
also on Abnormal Calculating Power, Cal- 
culating Ability and Intuition, Musical 
Genius, Formal Reasoning and Subcon- 
scious Judgment, Experts as Directors of 
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Commercial Companies, Experts as Busi- 
ness Men, Opposition to New Ideas, The 
Critical Faculty of the Practical Man, The 
Mental Ability of the Quakers and the 
Teaching of Morality. 





What’s Wrong with American Educa- 
tion. By David Snedden. J. B. Lippin- 
cott Company, Philadelphia, 1927. 375 
pages. $2.00. 

An admirable style makes this book by 
the distinguished American professor most 
interesting reading. It covers education for 
young children, secondary school children 
and also higher education. 

On the subject of higher education in 
particular, the chief criticism lies in the 
fact that our undergraduate non-technical 
colleges are dividing their allegiance be- 
tween a cultural education and a technical 
education and trying to make it serve both 
purposes. 


W. J. D. 





Fields of Work for Women. By Miriam 
Simons Leuck, M. A. Appleton, New 
York, 1926. 349 pages. $2.50. 

Girls and women who have completed 
at least a year or two of high-school work 
were in the author’s mind when writing this 
book. The approach to choosing a job is 
considered, also “why women fail,” “that 
liberal education,” “college for everyone,” 
“health and physical handicap,” “office 
work,” “shop and factory,” “a business of 
your own,” “the genteel professions, the 
arts, including writing, social service,” 
“food, clothing and shelter,” “the scienti- 
fic viewpoint,” “the law and the public 
business,” “back to the land,” and the as- 
sets and possibilities of the married woman. 
A comprehensive bibliography is included. 





Captains in Conflict. By Robert R. Up- 
degraff. A. W. Shaw, Chicago, 1927. 
285 pages. 

Mr. Updegraff’s book tells the signi- 
ficant story of the progress of American 
business during the past quarter century, 
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the most important period of our business 
history. It sets forth dramatically the 
changing standards of business practice 
brought about through the introduction of 
labor-saving methods, the scientific ap- 
proach to the problem of selling, the dis- 
covery of the fundamental nature of ad- 
vertising, the genesis of quantity produc- 
tion, the birth of installment selling and 
also the reappearance of the merger move- 
ment in business. Told in novel form, it 
makes a most interesting story. 





Report of the Delegation Appointed to 
Study Industrial Conditions in Canada 
and the United States of America. Pre- 
sented by the Minister of Labour to 
Parliament by Command of His Majesty, 
March, 1927. 117 pages. One Shilling 
Net. 

In August, 1926, the Minister of Labour 
of Great Britain appointed a delegation 
with Sir William W. Mackenzie as chair- 
man “to study industrial conditions in Can- 
ada and the United States, with special 
reference to the relations between employ- 
ers and employed, in their bearings upon 
industrial conditions in Great Britain.” The 
delegation arrived in Ottawa September 
13th, and departed from New York Decem- 
ber 11th, 1926, after traveling from Massa- 
chusetts to Oregon and visiting cities in 
seventeen states. 

The report, dated March, 1927, consists 
of 53 pages of text and 64 pages of ap- 
pendices. The text is divided into five 
parts, four of which deal with various 
phases of industrial conditions and relations 
in the United States and the fifth with 
Canada. The appendices comprise sixteen 
items of statistical and descriptive data 
ranging from wage rates to excerpts from 
the report of President Wilson’s second 
industrial conference. Speaking of those 
sections dealing with the United States, 
the combination of text and appendices rep- 
resents the best and most up-to-date gen- 
eral survey of industrial relations in their 
broad aspects in circulation at the present 
time. The spirit of approach, the ob- 
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jectivity of attitude and the organization 
of material are admirable. Here is a re- 
port that will give to employers, workers, 
students and laymen a clear picture of pres- 
ent day industrial relations as practiced 
by several of our outstanding companies, 
a brief analysis of basic industrial and eco- 
nomic differences between Great Britain 
and the United States, and an outline of 
some factors contributing to our industrial 
supremacy. 

Of the many points dealt with in the 
report special attention is drawn to the 
following elements as bearing particularly 
upon our present economic position: 

1. Industrial combinations or large amal- 
gamations of similar industries. 

2. Standardization and _ simplification 
made possible by the lack of conservatism 
and the power of the large combinations of 
industry. 


3. Instalment buying as a factor in in- 
creasing the internal trade of the country. 

4. Management as the executives arm 
of industry aided by improved technique 
and benefits of pooling experience. 


5. Labor based primarily upon ability 
to do the work, encouraged by incentives 
for increased output and opportunity for 
promotion to executive posts. 

6. Industrial relations as a movement 
toward closer contact in the workshop be- 
tween management and the workpeople with 
provision for joint dealing upon internal 
problems. 

To some of our critics the report will 
be a disappointment principally because of 
the limitations almost inevitably imposed 
by the comparatively brief period of ob- 
servation. This it will be seen has led to 
a too prevalent tendency to draw sweeping 
conclusions from a relatively meagre sam- 
pling of evidence. The fact that these gen- 
eralizations are in the main rather flatter- 
ing to the interests concerned makes them 
none the less unwarranted. 

There is also a possibility of disagreement 
with the elements emphasized as contribut- 
ing particularly to our industrial suprem- 
acy. Of more fundamental importance than 


those points set apart for special atten. 
tion and which it would seem deserye a 
prominent place in the report are: physical 
environment, national experience, World 
War Adjustments, the professional status 
of industrial and commercial managemen, 
and the place of business administration jp 
our educational curricula. 

But whatever shortcomings there may be 
by the very nature of the conditions unig 
which the data for the report were gathered 
and observations made it stands as a valy. 
able aid in our efforts toward advanting 
human relations in industry and we ar 
deeply indebted to Sir William and the 
members of the delegation. 

T. G. Spates, 
Industrial Relations Counselors, Ing, 


Research Projects 
Schools—American 


of the Member 
Association of 


Collegiate Schools of Business. Report 
No. 3. Committee on Business Research, 


Office of the Secretary, Bloomington, 

Ind., Feb. 1, 1927. 30 pages. 

This volume of 30 mimeographed pages 
gives a complete index of business subjects 
being studied by members of the faculty 
and by the research bureaus of collegi- 
ate schools of business in the United 
States. It is a most informing and useful 
document. 

W. J. Donat. 


Business Without a Buyer. By William 
Trufant Foster and Waddill Catchings. 
Houghton Mifflin, Boston, 1927. 199 
pages. $2.00. 

“Business Without a Buyer” is an at- 
tempt to give in popular form the substance 
of two other books by the same authors en- 
titled “Money” and “Profits.” It deals 
with what the authors term the “Dilemma 
of Thrift.” Their main thesis is that: 

“Individuals as well as corporations must 
save; still savings tend to thwart the social 
object of thrift. For the individual as 
well as for the corporation a penny saved 
is a penny lost if it results in curtailed 
production. And often it does. For every 
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dollar which is saved and invested instead 
of spent causes one dollar of deficiency in 
consumer buying unless that deficiency is 
made up in some other way.” 

The subject is presented in ten chapters 
which consider whether it is possible for 
business to be without a buyer; whether 
depressions are inevitable; under-consump- 
tion as a basic cause; the dilemma of thrift ; 
the effect of instalment selling; the effect 
of the automobile on property; Mussolini 
and the new Italian Renaissance; the 
foreign trade of the United States; stabil- 
izing the buyer’s dollar; and Henry Ford’s 
policies. 

According to the authors the greatest 
need is to maintain the right flow of money 
to the consumer. They believe that the 
causes of prosperity should be studied 
while we are prosperous and the business 
man should give as rigorous a study to our 
industrial system as has been lavished on 
the Ford car. However, a program to be 
followed to deal with the problem is not 
presented. It is stated that the next book 
by these authors will aim to do so. 

After reading the book your reviewer 
finds that he is not convinced on the main 
point. There is no question about most 
of what the authors have to say, yet it is 
not clear that the “Dilemma of Thrift” is 
such a dilemma as the authors assert. If 
all saving automatically retired the amount 
of purchasing power represented by the 
amount saved, then perhaps the question 
would be more important than it appears. 
But does every dollar saved and invested 
cause one dollar of deficiency in consumer 
buying? Does not the manner of saving 
have something to do with it, and is there 
not something in the question as to whether 
the amount saved finally comes to rest in 
the form of an increase in the capital em- 
ployed in an industry where at the time 
there is relative over-production? 

The authors believe that the one confus- 
ion which prevents readers from follow- 
ing their argument is the failure to distin- 
guish between general and specific over-pro- 
duction. To the reviewer it seems un- 
necessary to consider that point to any great 
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extent as the cause of many of our indus- 
trial problems appears to be specific over- 
production. Should we not get at the prob- 
lem of under-consumption by dealing with 
relative over-production especially in view 
of the fact that in 1927 we know that we 
have a great deal more producing capacity 
in many lines of industry than we can 
keep at work? 

An interesting point advanced in this 
book as well as elsewhere by the same 
authors is that the present material pros- 
perity of the United States is due chiefly 
to the automobile and to the development 
of the automobile industry over the last fif- 
teen years. If this is true we may well 
ponder what, if anything, is to give our 
economic machine the next impulse of simi- 
lar nature. 

This book presents one more case in 
which the necessity of a better articulation 
of the units in each line of industry and 
of each line of industry with others is 
implied. 

Few can expect to qualify for intelli- 
gent consideration and discussion of the 
problem presented by reading this one 
book or several books. The problem in- 
volves our whole economic system and but 
few of our leaders are competent to deal 
with a subject so broad. It is source of 
encouragement, however, to see such evi- 
dence of an intelligent effort to analyze 
the problem of stabilizing business. As 
bystanders we can say to the authors, 
“Keep up the good work and possibly we 
can in the meantime learn enough about 
the subject so that we can agree with you 
or point out the weakness in your analysis.” 
Certainly we wish them success in making 
a case and suggesting solutions to the prob- 
lem as we need all the light on the subject 
that we can get. 

The book is well worth careful study 
on the part of the business man, who is 
striving to rationalize his acts whether he 
finds the main point understandable and ac- 
ceptable or not. Of course, he who runs 
a business on the basis of hunches and of 
indulging his prejudices should avoid it. 

Mark M. Jones. 
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Improving Manufacturing Facilities. 
Bureau of Commercial and Industrial 
Affairs, Boston Chamber of Commerce, 
Boston, 1927. 110 pages—2 Vols. 50 
cents, each volume. 

The Committee on Industrial Planning 
of the Boston Chamber of Commerce 
have concentrated into two booklets about 
as concise a statement of the problem of 


improving manufacturing facilities as any 


busy industrial executive could want to get 
his hands on. While intended primarily 
for the benefit of New England manu- 
facturers, it is fortunately available for 
general distribution. The report may 
well be set up as a standard against which 
any manufacturing executive may rate his 
own plant and judge of his own accom- 
plishments as an individual charged with 
making effective use of manufacturing 
facilities. 

It is like looking over a new and much- 
needed road map, prepared by a group of 
individuals who really know the country 
they are describing. Their descriptions of 
the various phases of the subject is 
straight-forward, practical, and under- 
standable. 

There is an interesting presentation of 
the problems of simplification and stand- 
ardization and of their relationship to such 
diversification of product as may be desir- 
able in reducing market risk, that is, in 
creating and holding a public demand for 
one’s products. 

A chapter on progressive manufacture 
outlines the benefits derived therefrom in 
the way of reducing indirect labor, cutting 
inventories, increasing turn-over of ma- 
terial, and reducing spoilage expense. 

The article on improving power effi- 
ciency contains a brief comparison of in- 
dividual and group machine drive, a dis- 
cussion of the question of producing or 
purchasing power, and a statement of the 
progress made in recent years in the in- 
troduction of electric heat into manufac- 
turing processes. 


The present-day importance of plant 
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sanitation, industrial heating, adequate yep. 
tilation, and efficient illumination from 
the standpoint of both production and em- 
ployees’ welfare and safety is summed up 
in a short ten-page discussion of Proper 
working conditions. 

An interesting description of the Drac- 
tical methods used by one large concem 
in selecting applicants with respect to job 
requirements is given. The employment 
department’s importance and function jn q 
manufacturing organization are clearly set 
forth. 

The contribution of science to many. 
facturing and the importance of technical 
control and well-planned research work 
are effectively treated in a chapter that 
might well be read by every individual en. 
gaged in manufacturing. 

The chapters on measurement of pro- 
ductive performance, on manufacturing 
control and on production scheduling are 
full of facts that should be known to 
everyone engaged in industry. The im- 
portance of a planning department in co- 
ordinating the activities of a number of 
individuals composing a factory team is 
stressed. 

The importance of improving internal 
transportation in the interest of lower 
costs is emphasized and the various forms 
of transporting equipment are described. 

Other chapters are devoted to methods 
of reducing expense by modernizing one’s 
machine and tool equipment. The fallacy 
of operating obsolete equipment is pointed 
out. The important need in every factory 
for a machinery replacement fund is em- 
phasized. Attention is called to the 
progress made in recent years in the field 
of precision manufacturing. 

Summing up, the two booklets impress 
one by their straight-forward, practical, 
matter-of-fact discussion of problems 
close to the heart of the present-day in- 
dustrial executive. They cannot help but 
accomplish the purpose for which they 
were intended. 


Wo. R. Grunow, Chief Engineer, 
Edison Storage Battery Co. 





